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A LOOK AT THE STRENGTH AND FUTURE OF 
SMALL BUSINESS 


Justin G. LONGENECKER 


Introduction 


Apprehension concerning the future of small business has been 
voiced recently by members of Congress, other political leaders, 
journalists, and some owners of small firms. The comments fre- 
quently picture small business as being near extinction, the victim 
of large, soulless corporations. Some champions of the small 
businessman prescribe a massive dose of government aid as the 
only hope for recovery. The gravity of these charges makes it 
desirable to understand the truth or error in such views about 
small business. It is the purpose of this paper, therefore, to ex- 
amine the status, trend, and future of small business in the United 
States. 


WHAT IS SMALL BUSINESS? 

A Dun & Bradstreet man, seeking data on small business, 
called on a northwoods merchant in a community of 971 inhabi- 
tants. The merchant brushed away the first question with, “Small 
business, son? I wouldn’t know. You see, up here I’m Big Busi- 
ness.” 

This merchant’s reply points up the tendency to define “large” 
or “small” in terms of one’s own business size or preconceived 
idea. For intelligent discussion of small business status or prob- 
lems, however, it is necessary to establish some objective criterion 
for classifying concerns as small. The available yardsticks are 
numerous, and the selection must of necessity be somewhat arbi- 
trary.! 

The criterion may be either quantitative or qualitative. For 
statistical analysis, a quantitative measuring stick is frequently 
superior. To illustrate the nature of such yardsticks, the United 
States Department of Commerce uses 100 employees as the divid- 
ing line between large and small manufacturing in many industrial 
fields. The Small Business Administration has used sales figures 
in defining small business—$5,000,000 is the typical ceiling for small 
wholesalers and $1,000,000 is the top for most small retail and 
service trades.? 

Although quantitative yardsticks are used below to describe the 


1For discussion of small business definitions see: James C. Dockery, “What 
Is Small Business—New Rules,” Dun’s Review (May, 1952), pp. 23, 68-80; 
Eleanor J. Stockwell, “What Is ‘Small’ Business?” Financing Small Busi- 
(1988 "Sian Studies, Part I, Volume 2, The Federal Reserve System 
2Small Business Administration: What It Is, What It Does (Washington, 
D.C.: Small Business Administration, 1954), p. 12. 
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trend of small business in the economy, some qualitative factors 
may be helpful at this point in describing the type of enterprise 
that is commonly accepted as being small. Perhaps the best avail- 
able set of characteristics for this purpose consists of those out- 
lined by the Committee for Economic Development.’ Firms which 
possess a majority of these features constitute the principal con- 
cern of this paper: 
1. Management is independent ; usually the managers are also 
owners.* 
2. Capital is supplied and ownership is held by an individual 
or small group. 
3. Area of operations is mainly local, except for market 
which need not be local. 


4. The business is small compared to the biggest units in its 
field.5 


VALUES IN SMALL BUSINESS 
In evaluating the position of small business, it seems appropri- 
ate to consider first the virtues inherent in small business institu- 
tions. In other words, what factors make the existing small busi- 
ness concerns preferable to large business concerns which might 
produce the same goods and services? Several of these social and 
economic values are discussed briefly below. 


Freedom of Opportunity 


One basic tenet of the American economic system is freedom 
of opportunity. Fortunately, our economic institutions have been 
such as to give broad scope to this concept of freedom. It has 
meant not only the right to select one’s employer but also the right 
to launch a new business enterprise. 

Few barriers have been placed before the individual aspiring 
to business entrepreneurship. Little except ambition and begin- 
ning capital is required, and a few succeed with ambition alone. 
This failure to screen prospective business owners permits entry 
by the unqualified as well as by the qualified. This means that 
freedom of opportunity may be a freedom to fail as well as to earn 
a profit. Freedom of opportunity does not guarantee success. 


3Meeting the Special Problems of Small Business (New York: Committee 
for Economic Devolpment, 1947), p. 15. 

4Criterion number 1 would exclude small branch plants of large corpora- 
tions. 

5Criterion number 4 would permit some seemingly large organizations— 
e.g., steel mills—to be classified as small if they also met the other criteria. 
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To the millions who are entrepreneurs, this particular freedom 
is one of the most cherished features of American life. To count- 
less others, there is appreciation of the possibility of entering 
business if and when desired. Because these rights are meaningful 
and valuable to so many Americans, the more than four million 
small business institutions constitute a desirable aspect of the eco- 
nomic system in this country. 


Superiority of Small Business in Certain Areas 


One occasionally encounters the idea that big business is uni- 
formly more efficient than small business. According to this idea, 
small business exists because of the charitable attitude of big busi- 
ness or because big business has not yet entered a particular field 
of endeavor. The principal protection of small business is thought 
by those who hold this concept to be through government aid in 
one form or another. Such an extreme position, however, is un- 
supported by the facts. Analysis of the structure of American 
business reveals many areas in which the optimum sized establish- 
ment is not large. 


It is true that technological considerations justify big busi- 
ness institutions in some industries. In steel and automobile manu- 
facturing, for example, production facilities must be sizable, re- 
quiring the accumulation of large amounts of capital. The factor 
of technology, however, does not apply with equal force to all 
industries. To illustrate, the production facilities and capital in- 
vestment required in toy manufacturing plants, clothing stores, and 
shoe repair shops are typically relatively small. In many areas 
of the American economy there is little advantage to big business 
resulting from technological factors. 


Mass production requires mass markets. In contrast, a limited 
or specialized market may be best served by a small business. One 
does not load a cannon to shoot a sparrow. Geography and product 
specialization both provide special, limited markets effectively 
served by small business concerns. 


Aside from considerations of market size and technology, small 
business can generally boast of several advantages. For example, 
small firms are able to resist the “snowballing” of overhead costs 
which plague many large concerns. Flexibility and adaptability are 
virtues of many small businesses, contrasting sharply with cum- 
bersome procedures often found in large organizations. The small 
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businessman has personal contact with customers and employees, 
and this provides a potential superiority. 

There is economic justification, then, for the continued existence 
of small business concerns. They prosper and contribute to a higher 
standard of living by performing many tasks more efficiently than 
big business is able to do. 


Interdependence of Business 


The fact that some functions are more expertly performed by 
small business enables the small firm to contribute to the success 
of. larger business concerns. In fact, the interdependence of all 
kinds of business has been described as “one of the basic realities 
of the American economic system.” If small business were sud- 
denly removed from the contemporary scene, big business would 
find itself saddled with a myriad of activities that could not be 
efficiently performed. 

Consider, for example, the process of distribution. Few manu- 
facturers of consumer products find it desirable to own all of their 
wholesale and retail outlets. Chain stores and other big business 
retailing institutions are business giants, but they account for much 
less than one-half of retail sales. The fact that small business 
dominates in retailing clearly shows the vital role of small business 
in distributing the products of both large and small manufacturers. 

Service as suppliers and sub-contractors for larger concerns 
constitutes another significant service of small business. General 
‘Motors, for example, claims 26,000 “partners”—1.e., suppliers of 
goods and services valued at $500 or more annually. In national 
defense efforts, this task of supplying prime contractors of gov- 
ernment defense agencies becomes of critical importance. 

Although distribution and supply functions constitute major 
aids of small firms to big business, this is not the limit of their 
contribution. Small business purchases raw materials, equipment, 
and supplies from larger concerns. In addition, a variety of serv- 
ices are offered to large concerns as illustrated by machine shop 
work, trucking service, and catering service. 


Sources of Innovation 


In the American economy, there are some four million non- 
farm business concerns. This means that experimentation and in- 
novation may originate in four million different business institu- 
tions. It is true, of course, that innovation may come from indi- 
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viduals as well as from business units, but the primary emphasis 
here is upon innovation originating within industry or leading to 
formation of new firms. The question is whether many small units 
are more productive of discoveries and developments than a smaller 
number of larger units would be. If small business were largely 
replaced with big business, what would be the effect upon progress 
in producing new or better products, in rendering superior service, 
or in devising more efficient methods of production and distri- 
bution ? 

Credit for the discoveries and developments of industrial re- 
search laboratories must be given to the large business corpora- 
tions supporting them. There is no question as to the considerable 
value of their contributions to the American standard of living. 
It is questionable, however, whether innovations would be maxi- 
mized by concentrating industrial research in organizations of 
this type. In a study of sixty-one major inventions of the twentieth 
century, Jewkes, Sawers, and Stillerman concluded that more than 
one-half can be ranked as individual inventions.° These include 
such well-known inventions as air conditioning, automatic trans- 


missions, ball-point pen, insulin, power steering, safety razor, and 
zip fastener. 


There is a tendency for the research of big business to empha- 
size the improvement of existing products. The thoughts and ener- 
gies of personnel are channeled in this direction. It is quite likely, 
in fact, that some ideas are sidetracked because of the researcher’s 
preoccupation with an existing product. The jet engine, for ex- 
ample, had difficulty securing fair and adequate consideration by 
those accustomed to conventional internal combustion engines. Mr. 
F. B. Jewett, former president of the Bell Laboratories, Inc., is 
credited with the following statement concerning large industrial 
research programs: 


Fundamental patents which mark big changes in the arts are 
more likely to come from the outside than from the inside. 
I think, in the majority of cases, the chances are ten to one 
that the fundamental idea will come from outside the big 
laboratories.” 


The contribution of small business has obviously not been 


6John Jewkes, David Sawers and Richard Stillerman, The Sources of In- 
vention (London: Macmillan & Co., Ltd., 1958), p. 82. 

7Small Business: Its Role and Its Problems (Washington, D.C.: Chamber 
of Commerce of the United States, 1954), p. 13. 
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limited to revolutionary inventions. Small business has been pro- 
lific in the introduction of new services, new methods, and modi- 
fications of products. A rough measure of the creative function 
of small business is indicated by a study which revealed that be- 
tween 1921 and 1938, 43 per cent of all patents issued in the 
United States went to individuals and 34.5 per cent to small and 
medium-sized concerns.® 

In summary, the presence in the economy of millions of small 
business units tends to stimulate progress by providing many cent- 
ers of initiative and sources of innovation. 


Encouraging Competition 


Many economists, beginning with Adam Smith and continuing 
until the present time, have expounded the values inherent in eco- 
nomic competition. In a competitive situation, the entrepreneur 
is motivated to act in a socially desirable manner by the drive of 
individual self-interest. “It is not from the benevolence of the 
butcher, the brewer, or the baker that we expect our dinner,” 
wrote Adam Smith, “but from their regard to their self-interest. 
We address ourselves, not to their humanity, but to their self-love, 
and never talk to them of our necessities, but of their advantages.” 
It is competition which acts as the regulator to transform selfish- 
ness into service. 

When monopoly replaces competition, the customer is at the 
mercy of the monopolist. The monopolist may set an exorbitant 
price, withhold a technological development, exclude new competi- 
tors, or otherwise abuse his position of power. To be sure, there 
are few absolute monoplies; but concentration in a number of in- 
dustries approximates this condition. The administered price has 
replaced the market-determined price in many areas of the economy. 

There is no guarantee of competition in numbers alone. Many 
tiny concerns may be no match for one large firm or even several 
firms which dominate an industry. Generally speaking, however, 
the existence of many healthy small business firms in an industry 
constitutes a strong barrier against monopoly. The four million 
small business units may thus be viewed as a desirable bulwark of 
the American capitalistic system. 


TRENDS IN SMALL BUSINESS 


The next step in understanding the status of small business is 


8] bid. 
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to look at its trend in recent years. Expressed otherwise, to 
what extent is small business growing or declining when compared 
to big business ? 


Trend in Number of Business Units 


If small business were being swallowed up by large business, 
one effect might be to reduce the number of business units in pro- 
portion to population. An analysis of this situation in Table I re- 
veals some fluctuations but no definite trend. 


Table I 


Relationship of Business Units to 
Population, 1930-1955 


Number of Business Units 


Year for each 1000 population 
1930 24.3 
1935 23.5 
1940 
1945 214 
1950 26.4 
1955 25.3 


In 1955, there were 25.3 business units for each one thousand 
population, a slightly higher ratio than existed in the 1930’s and 
1940’s. This indicates that the possibilities for becoming an entre- 


preneur were as great in 1955 as they had been twenty-five years 
earlier. 


Trend in Business Volume 


Granted that small business institutions have continued to 
survive, a question yet remains as to the business volume and 
importance of these units. Concerns with a substantial volume 
may have been replaced by units of insignificant size. It is desirable, 
therefore, to examine changes in the structure of the economy 
with respect to the relative importance of different sized units. 

According to Table II, larger business firms outdistanced their 
smaller rivals between 1939 and 1945. Although smaller firms 
staged a comeback during the postwar years, they failed to regain 
their relative 1939 status by 1951. With the exception of the eight- 
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to-nineteen employee bracket, firms with less than 1,000 employees 
accounted for somewhat less of the total employment in 1951 
than in 1939. Substantial growth occurred in the largest firms 
during these twelve years. Most of it, however, appears to 
have been at the expense of medium-sized firms—i.e., those with 
100 to 1,000 employees. 

Tables III, IV and V summarize recent trends in three 
specific sectors of the economy—manufacturing, wholesaling, and 
retailing. In manufacturing, the shift to larger plants is clearly 
evident, most of it having occurred between 1939 and 1947. In 
contrast, small wholesalers have for the most part held their own 
remarkably well. In retail trade, firms with less than 100 em- 
ployees also remained strong, although very small stores (those 
with less than four employees) lost some ground to slightly larger 
concerns. 

In concluding this review of recent employment trends, it may 
be profitable to focus attention upon the relative advancement 
of firms with 100 or more employees. Accordingly, Figure 1 
provides a series of charts which describe the relative growth of 
100-or-more-employees firms in each of the areas discussed above. 
In general, these charts portray a picture of considerable stability 


Table II 


Distribution of Non-Agricultural Employees By 
Size of Firm: 1951, 1945, and 1939 


Size of Firm Per Cent of Employees 
(Number of Employees ) 1951 1945 1939 
1,000 or more 37.9 43.6 30.5 

100 to 999 21.7 22.1 27.1 
20 to 99 17.2 15.4 18.9 

8 to 19 9.8 78 9.4 

4to 7 7.0 5.8 72 

Oto 3 6.3 5.2 6.9 


Source: Survey of Current Business, May, 1954, p. 18; May, 1950, 
p. 17; April, 1945, p. 13. 
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Table III 


Distribution of Manufacturing Employees By 
Size of Plant: 1954, 1947, 1939, 1935, 1929 


Size of Firm* Per Cent of Employees 
(Number of Employees) 1954 1947 1939 1935 1929 
500 or more 45.5 Bs WS 
100 to 499 29.1 29.1 48 SB2 Sil 

1 to 99 23.4 20 29 B29 a: 


*Upper limits of size classes in 1929, 1935 and 1939 were 500 
and 100 rather than 499 and 99. This does not significantly distort 
the presentation of the data. 


Source: Statistical Abstract of the U. S. for 1957, 1950, 1941 and 
1937. 


Table IV 


Distribution of Employees in Wholesale 
Trade: 1954, 1948 and 1939 


Size of Firm Per Cent of Employees 
(Number of Employees ) 1954 1948 1939 
100 or more 18.5 21.8 17.0 

20 to 99 39.6 39.3 38.7 
8 to 19 22.7 21.0 22.5 
4to 7 11.9 11.1 12.6 
lto 3 7.3 6.8 9.2 


Source : 1954 Census of Business 


Table V 


Distribution of Paid Employees in 
Retail Trade: 1954, 1948 and 1939 


Size of Firm Per Cent of Employees 
(Number of Employees) 1954 1948 1939 
100 or more 17.0 17.7 15.0 

20 to 99 ; 27.1 24.1 21.2 
8 to 19 22.5 21.8 19.7 
4to 7 19.0 19.5 20.0 
1 to 3 14.0 16.9 24.1 


Source: 1954 Census of Business and 1948 Census of Business 


=| 
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in the balance between large and small companies. Although there 
has been a shift in the direction of larger firms, this change has 
been small in magnitude. 

In summary, small business accounts for a substantial part— 
perhaps in the neighborhood of one-half—of the total business. 
The number of business units has remained proportional to popu- 
lation, even though there has been a slight shift of business volume 
to larger concerns. It is still much too early to sound the death 
knell for small business. 


SMALL BUSINESS FAILURES 


A high rate of commercial failures is a matter of serious concern 
to friends of small business. Most of the failures involve small 
concerns; a large number of failures, consequently, may indicate 
trouble for small business. 


Rate of Failure 


For many years, the most comprehensive data on business 
failures have been compiled by Dun & Bradstreet, Inc, Table VI 
summarizes the rate of failure per 10,000 concerns from 1900 to 
1957.9 

Since 1900, an average of 73 out of every 10,000 concerns 
listed in the Dun & Bradstreet Reference Book have failed an- 
nually with loss to creditors, After World War II, the failure rate 
rose gradually but leveled off in 1949 and 1950, Although it has 
risen again during the last few years, the 1957 failure rate of 52 
is still well below the 1939 rate of 70 and the average of 73 since 
the beginning of the century, 

Because failures cause losses to owners and creditors, those 
which are avoidable must be deplored, But even though this is 
true, business survival during the most recent decade has been 
better and not worse than the long-run average. 


Business failures include businesses that ceased operation following assign- 
ment or bankruptcy ; ceased with loss to creditors after such actions as execu- 
tion, foreclosure, or attachment; voluntarily withdrew leaving unpaid obli- 
gations; were involved in court actions such as receivership, reotgeniaation, 
or arrangement; or voluntarily compromised with creditors. 
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Table VI 


Rate of U. S. Business Failure 1900-1957 
(Number of Failures Per 10,000 Concerns) 


Year Rate Year Rate Year Rate Year Rate 
1900 92 1915 133 1930 122 1944 7 
1901 90 1916 100 1931 133 1945 4 
1902 93 1917 1932 154 1946 5 
1903 94 1918 59 1933 100 1947 14 
1904 92 1919 37 1934 61 1948 20 
1905 8&5 1920 48 1935 62 1949 34 
1906 77 1921 102 1936 48 1950 34 
1907 83 1922 120 1937 46 1951 31 
1908 108 1923 93 1938 61 1952 29 
1909 8&7 1924 100 1939 70 1953 33 
1910 84 1925 100 1940 63 1954 42 
1911 88 1926 101 1941 55 1955 42 
1912 100 1927 106 1942 45 1956 48 
1913 98 1928 109 1943 16 1957 52 
1914 118 1929 104 


Source; First 5 Years Are the Hardest, undated pamphlet pub- 
lished by Dun & Bradstreet, Inc.; Dun’s Review and 
Modern Industry, February, 1956, p. 34 and February, 
1958, p. 29, 


Causes of Failure 


Even more illuminating than the failure rate for business con- 
cerns are the reasons for their downfall, The apparent or surface 
causes include such factors as inadequate sales, excessive fixed 
assets, poor location, receivable difficulties, and so on, The under- 
lying causes for failure, however, are a different matter, Dun & 
Bradstreet identified the following as the basic causes for 1953 
failures based upon opinions of informed creditors and informa- 
tion in Dun & Bradstreet credit reports. 


10ffivgt § Years Are_the Hardest, widated pamphlet published by Dun & 
Hradstreet, New York, 
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Causes of Failures 


Management : 


Lack of Experience in Line____11.0% 
Lack of Managerial Experience_11.3 


Unbalanced Experience ~------ 16.8 

50.3 
1.3 
100.0 


It is apparent that most of the explanations for failure of the 
business are to be found in the businessman. In fact, inexperi- 
enced and incompetent management are responsible for almost 90 
per cent of the failures ! 

A number of case studies have served to confirm this indictment 
of management. To cite only one example, the Bureau of Business 
Research of the University of Pittsburgh made an intensive study 
between 1954 and 1956 of ten unsuccessful manufacturing plants 
in Western Pennsylvania.!! These unsuccessful firms were con- 
trasted with ten conspicuously successful concerns to determine the 
points of contrast that might explain the failures, 

The contrasts were indeed sharp, Records and record keeping 
constituted one major point of difference, The records of one 
company employing 75 people consisted of a checkbook, ledger of 
bank deposits, and some unsorted papers stuffed in shoe boxes, 
Another firm shipped $10,000 worth of oil burners to one customer 
who was bankrupt, The shipments had continued over a nine- 
month period during which no payments were received, Receiv- 
ables were not aged, and this account was carried as a good fe- 
ceivable, 

A second major point of contrast between successful and wn- 
sticcessful plats was prodtct development. All ten of the sticcess- 
ful companies spent time and money for this purpose. In contrast, 


M. Woodruff, Causes of Failure, undated panplilet reporting address 
pe Woodruff and distributed by the Siiall Husiness Administration in 
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one unsuccessful manufacturer of wooden ice boxes ignored prod- 
uct development, convinced that the original product had proper- 
ties of permanent value. In the 1930's, when the trend to steel 
could no longer be over'ooked, the company converted from one 
obsolete product to another—steel ice chests which were being re- 
placed by refrigerators. Expensive tools were purchased to make 
this conversion, but the company survived only six more months. 

The other major differences observed between successful and 
unsuccessful manufacturers were the following: (1) several un- 
successful firms allowed themselves to get beyond the technical 
_depth of the management; (2) executives of unsuccessful firms 
neglected market analysis and selling; and (3) unsuccessful plants 
displayed a lack of organization and efficient administrative prac- 
tices. 


Dr. Woodruff summarized the results of the analysis as fol- 
lows: 


None of the failures studied occurred because the firm was 
small. They all occurred because of a very obvious easily 
identified management error. The management error might 
have occurred because one man was saddled with too much, 
and didn’t have time to devote to his various responsibilities, 
a situation indirectly associated with smallness, but in the last 
analysis, the failure was occasioned by a management error 
which could have been avoided.!? 


THE FUTURE OF SMALL BUSINESS 


To stitvive, strall btsitiess to adapt itself to the 
feeds atid cotiditiotis of a rapidly chatiging economy, nutnber 
of problems conffont taxes, product developimerit, 
arid tiany others. What are the prospects that stall btisitiess cat 
solve these probletis and remain an important part of the Anieri- 
economic systeri ? 


Keonomie Advantages 


In the past, small business has demonstrated an ability to eon- 
trol a substantial segment of American business—a segment that 
has remained remarkably stable during decades of great change 
otherwise, It seems clear that there is economic justification for 


12] bid., Pp. 1 
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this position; i.e., the existence and success of small units are 
based upon certain economic and technological advantages. 

These advantages constitute a firm foundation for small busi- 
ness enterprise. Smallness is no handicap and may even be a 
virtue in many types of business. There is no need to place the 
“fragile” label upon small business. 


Government Aid 


Government aid is a popular prescription for the ills of society. 
But even though it may be an appropriate solution for some prob- 
lems, it is no universal panacea. Remedial action is properly based 
upon a sound diagnosis of the problem. Caution must be exercised 
in determining the desirable nature and extent of governmental 
action. 

This is not to say that government should leave its hands off 
business. It is simply to recognize that in the past small business 
has survived without extensive government props. Certainly the 
strong arm of government is desirable to provide freedom of op- 
portunity for the small firm. The political and economic frame- 
work should be such as to permit full exploitation of the inherent 
advantages that lie with the small concern. This may require some 
governmental action. 

Artificial government support, however, should be avoided. One 
example of such legislation is the Fair Trade Price laws which 
have been enacted in many states because of the pressure from 
small business. As one editor recently analyzed it, 


Fair trade is a etiphermism which interprets price fixing as 
beitig fait not only to dealers but to corstitiers, thotigh how 
this latter cari be so tio fait trader has been able satisfactorily 
to explain, . . . The fait traders shotild cote ott atid give 
the real reason for their advocating fait trade—that it is ins 
tended to be ari atitoriatic coniperisation for lack of initiative 
anid 


listablishment of small business as a “special interest" group is in 
| 


the interest of neither the public nor the small businessman him- 
self, 


13"Fair Traders Want New Law to Exploit Consumer,” (Editorial), The 
Waco Times-Herald, July 28, 1958, p. 4. 
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Management Improvement 


As noted earlier, inept management has caused the failure of 
most small firms. This fact indicates that survival depends largely 
upon the small businessman himself. If he lacks managerial know- 
how or does not use the managerial ability of others, the business 
will probably fail. If he is a competent manager, the prospects are 
bright. For the small concern, perhaps the best hedge against un- 
certainties of the future is the improvement of the management 
process. 


AN ANALYSIS OF THE WACO “COTTON” MALL 


WILLIAM J, THOMAS 
and 
Howarp B. Bartz 


Introduction 

This article presents an analysis of certain aspects of the 
Waco Cotton Mall held during the week of April 14-19, 1958. 
The Cotton Mall was sponsored by Downtown Waco Unlimited, 
an organization of downtown business. This organization re- 
quested that the Bureau of Business and Economic Research, 
School of Business, Baylor University, survey the attitudes of 
customers and businessmen regarding the feasibility of a mall. 
In addition, the School of Business is interested in such an ex- 
periment since many cities are currently discussing and formu- 
lating plans which may help in the revitalization of the downtown 
area.* 
DESCRIPTION OF MALL AREA 

The central portion of the downtown Waco area was barri- 
caded during the week of April 14-19, 1958. Cotton bales em- 
phasizing the theme of the mall were used to prevent the entry 
of automobiles into the mall area. A sketch of the downtown area 
during the mall week is presented below. 


The street was decorated with overhead banners, and “piped- 
in” music was furnished continuously. Located in the mall area 


*See article by Curtis C. Reierson, “Tomorrow's City,” Baylor 
Business Studies, No. 35 (March, 1958). 


/ 
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are six department stores, in addition to other retail establish- 
ments, somewhat typical of the downtown section of Texas cities 
the size of Waco (approximately 100,000). 


Neither parking, nor traffic, including city buses, was permitted 
within the mall area. The Planning and Traffic Department 
counted 110 parking spaces on that portion of Austin Avenue 
designated as the mall area. The normal flow of traffic was per- 
mitted to move on the existing one-way streets crossing Austin 
Avenue (as indicated on the diagram above) except on 6th and 
7th Streets, which were closed. 


Austin Avenue was arranged with various exhibits, and there 
were free rides for children. The free rides varied from a merry- 
go-round to a pony circle. The exhibits were mainly farm equip- 
ment. Automobiles, housetrailers, boats, and other outdoor equip- 
ment were also exhibited. A bandstand and dance floor were 
erected in the center of the area between 6th and 7th Streets on 
Austin Avenue. Two trams, each with an average capacity of 40 
persons, circled the mall area continuously. 


SURVEY PROCEDURE AND RESULTS 


Individuals surveyed were (1) adults attending the mall; and 
(2) merchants in the mall area and others who were exhibitors 
or members of Downtown Waco Unlimited. The findings of 
these surveys are presented here. 


In the first category the interviewees (mall shopper or visit- 
or) were selected at random during the mall week. Interviews 
were obtained by trained personnel during various hours of the 
six-day period. Intreviewers sought to obtain a random sample 
of adult mall attenders with respect to age, sex, color, and ap- 
pearance (dress). This was for the purpose of avoiding bias 
which might result from interviewing too many individuals from 
the same category. In other words, the interviewers attempted to 
interview men and women in proportion to the relative number 
of each in the mall area at the time of the interview. A total of 
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316 interviewees were asked a series of eight questions, The re- 
sults are tabulated below. 


Table 1 
TABULATION OF INTERVIEWEE RESPONSES 
Percentage 
Question No opinion 
Yes No or Reply 
1. Do you live in metropolitan Waco? 78 22 0 
2. Do you work in Waco’s downtown area 
(i.e., within 3 blocks of mall area?) 15 85 0 
3. Do you prefer to shop downtown Waco 
without traffic on Austin Avenue? 68 11 21 
4. Would you like to have Austin 
Avenue as a permanent mall ?* 65 21 15 


5. Would you like a mall with attractions 

for children such as rides, playground, 

etc. ? 75 10 15 
6. Do you ordinarily do most of your 

shopping for goods other than groceries 

in downtown Waco? 78 22 0 
7. Would permanent trams such as those 

operating today entice you to shop 

downtown to a greater extent? 62 32 6 
8. Did you encounter any particular parking 

difficulties today in your visit to the 


downtown area? 16 65 19** 


*Discussed in more detail in narrative below. 


**Did not drive car to town or were brought to town by someone 
who did not park in the downtown area. 


The survey indicated that about one-fifth of the interviewees 
live outside Waco. It was not determined whether or not this 
percentage of out-of-town people is greater than those who ordi- 
narily visit downtown Waco. The City Planning and Traffic De- 
partment issued 95 courtesy tickets (parking meter violation 
tickets placed on automobiles with out-of-county license plates) 
compared with an average of 65 per week for the first four months 
of 1958. This larger quantity of courtesy tickets issued during 
the mall week is an indication of a larger proportion of out-of 
town people, although, of course, it is not conclusive proof. 
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Mall visitors living outside of metropolitan Waco show no 
significant indication of being different from interviewees living 
in the metropolitan area. The percentage of “out-of-towners” 
(question 1) favoring the mall (questions 3 and 4) and experi- 
encing particular parking difficulties (question 8) was practically 
identical with the percentage of Waco residents. 


Each interviewer asked an additional question of those who 
stated that they favored a permanent mall (question 4). This 
portion of question 4 was for the purpose of obtaining an indi- 
cation of the type of mall preferred by the interviewees. The inter- 
viewees were asked to indicate a choice between a park-like mall 
with trees, fountains, benches, etc., and an exhibit-type mall with 
displays, entertainment, and other activities which would c‘iange 
from week to week. To this choice 63 per cent of the interviewees 
indicated a preference for the park-like mall, 22 per cent favored 
the exhibit-type mall, and 15 per cent indicated no particular pref- 
erence or felt that combining the two types would be the most 
desirable. A few individuals indicated that several more trial weeks 
should precede any final decision on a permanent mall. 


Fewer than 10 per cent of the interviewees objected to the 
rides and other attractions for children. A few women expressed en- 
thusiasm for some sort of an arrangement which would permit 
parents to leave their children with an attendant while the parent 
shops, even if a small charge were assessed for this service. 


Interviewees favored the trams as a means of transportation 
in the downtown area by a ratio of 2 to 1. A few respondents 
felt that there should be more than the two trams that were opera- 
ting during the mall week. Other suggestions were that the trams 
travel faster and provide transportation to and from the various 
parking lots near the mall area. 


Only about 16 per cent indicated that they experienced par- 
ticular (more than usual) difficulty in finding a place to park. Most 
interviewees indicated that they had parked at a certain parking 
lot or other place as on other trips to the downtown area. The 
manager of each downtown parking lot reported, without ex- 
ception, that “business during the mall week was better than 


usual.” A greater proportion of men (20 per cent) than women 
(14 per cent) indicated that they experienced unusual parking 
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difficulties. Although not many interviewees indicated unusual 
parking difficulties, it was apparent that many were dissatisfied 
with the downtown parking situation—mall week or not. Many 
were dissatisfied with parking meters which do not permit more 
than one hour of parking time. Other suggestions relative to the 
downtown parking situation were the following: 


“Parking meter inoperative caused unusual difficulty today.” 

“Do away with parking meters.” 

“Take buses off Austin Avenue and run them only on Wash- 
ington and Franklin.” 

“Just lucky today.” (In finding a parking place). 

“Need more parking buildings in area.” 


LIMITATIONS OF THE SURVEY 


The reader is reminded that the subjects interviewed were 
adults visiting the mall area. With respect to replies to the various 
questions, these individuals may or may not be similar to other 
Waco residents who did not visit the mall. Assuming that people 
expressed their true opinions and that the interviewers were able 
to select a fairly random sample of those attending, the percentage 
figures given in this report should not vary more than 5 per cent 
from the results that would probably (chances are less than 1 in 
10) have been obtained had every adult mall visitor been inter- 
viewed. 


RETAIL SALES 


In addition to the survey of mall visitors, the merchants were 
asked to supply data pertaining to gross sales and to submit an- 
swers to three general questions regarding their attitudes toward 
the mall experiment. A form letter was sent to 85 retailers and to 77 
other businesses who were either exhibitors or members of Down- 
town Waco Unlimited. In addition to the letter, each firm was 
sent blank forms for data pertaining to their gross sales. Sales 
figures were obtained for the following periods: — 


April 29-May 4, 1957 (second week following Easter, 1957) 
April 7-12, 1958° (week before mall week) 
April 21-26, 1958 (week after mall week) 


The Cotton Mall was held during the second week following 
Easter and was compared with the same period of the preceding 
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year. The week preceding and the week following mall week were 
other comparisons which seemed most relevant. Admittedly, any 
time period selected for comparison may not be entirely valid. 
It is practically impossible to obtain comparisons that are free 
of bias from one time period to another. For example, factors 
such as weather, level of the business cycle, and paydays may not 
be similar in the time periods being compared; and a factor that 
may affect one type of business favorably may have the opposite 
effect upon another type of business. 

The following table provides information regarding the num- 
ber and types of business which were queried. Table 2 also indi- 
cates the number of questionnaires returned with an indication of 
the firm’s location—i.e,, either on or off the mall area. 


Table 2 


NUMBER OF RETAIL FIRMS INCLUDED IN THE 
SURVEY AND THE NUMBER RESPONDING 


Number 
Type of Store* Queried Returned** 
Total On-the-Mall Total On-the-Mall 
Appliance and Furniture 12 5 5 2 
Eating Establishments 5 3 1 1 
Apparel Stores*** 22 18 5 4 
Department Stores 7 6 7 6 
Drug Stores 3 3 1 1 
Farm Euquipment 7 0 3 0 
Jewelry 8 6 3 3 
Shoes 16 15 5 5 
Variety 5 5 3 3 
TOTALS 85 61 33 25 


*In addition to these retail firms, comments were invited from other 
businesses such as loan companies, automobile dealers, engravers, ad- 
vertisers, barber shops, and other firms. 

**A few replies did not contain retail sales data. 
***This group included children and ladies specialty shops, dry goods 
stores, and mens clothing stores. 


Approximately 39 per cent of the questionnaires were re- 
turned ; however, these replies probably represent more than 50 per 
cent of the total dollar volume of retail sales. Returns were re- 
ceived from all of the department stores located on the mall. 
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It is significant that the majority of businesses on the mall 
reported increases in gross sales during the mall week when com- 
pared with any of the other three weeks (see Table 3). Businesses 
located off the mall reported more declines than increases in each 
of the periods compared. Table 4 presents the change in the 
volume of retail sales of department stores, shoe stores, furniture 
and appliance stores. 


Table 3 
NUMBER OF BUSINESSES REPORTING AN INCREASE 
(+) OR DECREASE (-) IN GROSS SALES 
DURING MALL WEEK AS COMPARED 
TO THREE OTHER WEEKS 


April 29-May 4, April 7-12, os April 21-26, . 
Location 1957 1958 1958 
of Firms (Second week (Week prior (Week after 


following Easter) to Mall Week) Mall Week) 


Increase (+) 
or + +s + 
Decrease (-) 


On-The- Mall 13 11 17 7 17 8 

Off-The- Mall 1 4 2 4 2 4 

TOTALS 14 15 19 il 19 12 
Table 4 


CHANGE IN GROSS SALES REPORTED BY 
DEPARTMENT STORES, SHOE STORES, 
AND FURNITURE AND APPLIANCE 
STORES 


Mall Week Compared with: 


Apr. 29-May 4, 1957 April 7-12, 1958 April 21-26, 1958 
Dept. Shoe Furn. Dept. Shoe Furn. Dept. Shoe Furn. 
Stores Stores & App. ' Stores Stores & App. Stores Stores & App. 
Median 
% Change -32 + 46 +12 +7 +9 +2 +32 
Number of 
Increases 4 0 J 5 2 2 6 2 2 
Number of 
Decreases 3 4 1 2 2 1 1 2 1 
Total No. 


of Firms 7 4 2 7 4 3 7 4 3 
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COMMENTS AND SUGGESTIONS OF BUSINESSMEN 


Businessmen participating in the Cotton Mall experiment 


were also asked to comment on the following : 
What did you like best about the Mall? 


1. 
2. 


3. 


The first two questions were more specific in nature while the 
last offered the opportunity for expanded comments. The number 


What do you consider to be the biggest drawback(s) of 


a Mall? 


Give a brief opinion of your overall view of the Waco 


Cotton Mall. 


of replies are tabulated in Table 5. 


Table 5 


QUESTIONNAIRES GROUPED ACCORDING 
TO TYPE OF COMMENTS 


ON-THE- OFF-THE- 
MALL MALL TOTAE*® 
No favorable 
UNFAVORABLE { comments or 6 3 10** 
suggestions 
Displeased 
INDIFFERENT | with 3 3 6 
Results 
Constructive 
Criticism*** 7 1 8 
Parking and 
IN { Other 6 1 7 
Criticism*** 
{ Parking ONLY 
FAVOR Criticism 6 3 10** 
4 3 7 


*Three questionnaires were returned with no comments. 


**One firm of unknown location added to this total. 


***These groups were not entirely satisfied with the Cotton Mall but 


expressed an attitude of willingness to try the Mall experiment. 
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Unfavorable—This group had no favorable comments about 
the Mall. On the whole they felt the Mall was a failure. There 
was a feeling of dissatisfaction with the displaying of merchandise 
and equipment of “non-downtown” merchants. About one-third 
of the unfavorable group are located off-the-mall. 


Indiff erent—These respondents were critical of the Mall because 
it did not bring in “buying customers.” They were mainly dis- 
appointed in the sales results, and expressed no definite 
indication of favoring or supporting another mall.* A typical 
comment of this group was “the mall attracted free loaders.” 


In Favor—with Constructive Criticism—There was a feeling 
of satisfaction with the main objectives of the Mall expressed by 
this group ; however, they were displeased with the type of exhibits 
and the failure of on-the-mall firms in doing more promoting. On 
the whole, there was “too much entertainment” and the general 
appearance of the area “could have been more attractive.” 


In Favor—with Parking and Other Criticism—This group is 
similar to the preceding group in that many constructive sug- 
gestions were given. On balance, this group appeared to favor 
the mall experiment although all of them expressed the view 
that inadequate parking facilities are the main problem. 


In Favor—with Parking the ONLY Criticism—This group 
liked the mall and generally felt that the only drawback of the 
mall was that it failed to solve the parking problem. 


In Favor—No Criticism—This group was overwhelmingly 
in favor of the mall. They expressed no unfavorable comments 
and felt that the mall was a success. Some thought the mall 
“wonderful,” “the best promotion Waco has ever had,” and “the 
salvation of downtown.” Most of these indicated a willingness to 
accept and support a permanent mall. 


*The comments of this group appear to be contrary to the findings 
presented in Tables 3 and 4. 
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OTHER COMMENTS: 


“Eliminate merchant give-a-ways.” 

“Downtown Waco Unlimited should sponsor inexpensive 
parking areas.” 

“Have the theme and displays of mall to attract women.” 

“Have a five-cent shopper’s bus and no parking on Austin.” 

“Improve seating facilities in mall area.” 

“Angle park on dead-end streets.” 

“Have a mall four times a year.” 

“Have all cross streets open for traffic.” 

“Have two malls a year (Spring and Fall).” 

“Rope off downtown once a month and have a square dance.” 

“Eliminate kiddie rides.” 

“Give mall a one-year trial.” 

“Build underground or overhead parking.” 


“All efforts of Downtown Waco Unlimited be used for 
‘straight advertising’ and promotion.” 


SUMMARY 


There can be little doubt that the majority of Cotton Mall 
visitors liked the mall experiment. Businessmen were not so 
unified in their views, Except for firms located off the mall area, 
data pertaining to gross sales indicate that the mall week was 
hetter for the majority of firms than the other weeks with which 
it was compared, Shoppers and businessmen seem to agree that 
the mall did not contribute to the alleviation of the parking prob- 
lem; however, only relatively few thought that the mall made 
the parking situation worse. Practically all agreed that the publicity 
received by the City of Waco was desirable. The Waco Cotton 
Mall was an action taken by businessmen and citizens who are 
willing to make an attempt toward the revitalization of the down- 
town area. 
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